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This statement is to attest that Applicant had a pre -examination search performed. 
As required by M.P.E.P. §708.02VIII(C), the search will now be described. The search 
was conducted in the records of the US Patent and Trademark Office (US PTO) as well as 
other non-patent databases by John Welsh, a professional patent searcher, and was 
completed on August 29, 2001. Using the manual search facilities of the US PTO, Mr. 
Welsh manually searched class 705 and subclasses 6, 26, 37, and 400. Additional 
electronic searching using various combinations of keywords "annuit*", "life insurance", 
"trust" and "tax*" was done by patent attorney Chris Tanner on October 11, 12, and 15, 



In accordance with M.P.E.P. §708.02VTII(E), a detailed discussion of each 
reference follows. 

U.S. Patent No. 6,085,174 to Edelman ('174) discloses a computer system for 
administering an investment and/or retirement program. The system combines annuities 
with trusts (col. 13, lines 22-25) to accumulate financial growth inside of a life-insurance 
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contract (col. 13, lines 39-47). The system discloses using a computer system for helping 
to administrate the trust, annuity, and life insurance combination (col. 17, lines 2-6). 

The 4 174 patent does not disclose or suggest several important features of the 
present invention. The '174 system does not disclose financial growth being internal to a 
life insurance policy, and does not disclose using borrowed money to purchase the annuity. 
In fact, the '174 system specifically discloses that the user's own assets should be redirected 
from existing fixed-rate CDs to purchase the annuities (col. 14, last three paragraphs). 
Furthermore, the '174 system does not disclose using a partnership, sub-business, or other 
tax- advantaged entity for sheltering income from taxes, although it does state two tax 
disadvantages commonly associated with annuities, which are 1) taxed at ordinary rates, 
and 2) no "stepped-up basis" at death (col. 15, lines 48-57). However, no further 
information is available as to how the 4 174 system solves these problems. Finally, the '174 
system does not disclose or contemplate any implementation which is advantageous for 
charities. 

U.S. Patent No. 5,819,230 to Christie et al. ( £ 230) discloses a system for 
tracking asset purchases such as home mortgages, and insurance policies. One embodiment 
of the '230 patent allows for the use of a down payment intended to be used in a home 
purchase to be used to purchase an annuity instead, thereby reducing the LTV (loan to 
value) ratio (col. 6, lines 56-60). In the '230 patent's combined mortgage and life 
insurance program, cash flows are managed by custodial accounts and the mortgage is 
secured by non- traditional collateral associated with the combined mortgage and life 
insurance (col. 5, lines 7-16). 

The '230 patent does not disclose or suggest several important features of the 
present invention. Although the '230 system discloses using borrowed money to purchase 
annuities and life insurance, it does not disclose or suggest paying the life insurance 
premiums using the income stream emanating from the annuity. Furthermore, the '174 
system does not disclose using a partnership, sub-business, or other tax-advantaged entity 
for sheltering income from taxes. It also does not suggest an investment increasing value 
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tax-free inside a life insurance policy, nor does it suggest any tax advantages of combining 
annuities and life insurance. Also, it was unclear as to whether the custodial accounts of 
the c 230 system could correspond to the trusts of the present invention. 

U.S. Patent No. 5,893,071 to Cooperstein ( c 071) discloses a computer system 
for evaluating annuities. Life annuities, set up through insurance companies, pay out 
income as well as investment earnings calibrated over the statistically expected lifetimes of 
annuitants (col. 2, lines 1-3). Death benefits can be set to either zero or to the return of all 
principal (col. 8, lines 2-15). 

The '071 patent does not disclose or suggest several important features of the 
present invention. The '071 system does not suggest using borrowed money to purchase 
annuities and life insurance, and also does not suggest paying the life insurance premiums 
using the income stream emanating from the annuity. Furthermore, the '174 system does 
not disclose using a partnership, sub-business, or other tax-advantaged entity for sheltering 
income from taxes. It also does not suggest an investment increasing value tax-free inside a 
life insurance policy, nor does it suggest any tax advantages of combining annuities and life 
insurance. Finally, it mentions neither trusts nor charities in any context. 

The "Pay Life Insurance or Long Term Care Premiums with an Immediate 
Annuity" (GE Financial Network; www.gefn.com) website sales literature discloses paying 
life insurance premiums with an immediate annuity. However, it does not disclose or 
suggest several important features of the present invention, even after following the 
available URL links presented in the website. The GE system does not disclose financial 
growth being internal to a life insurance policy, using a partnership, sub-business, or other 
tax-advantaged entity for sheltering income from taxes, and is entirely silent on the issue of 
trusts. The GE system does not disclose or contemplate paying life insurance premiums 
with an immediate annuity in any implementation which would be advantageous for 
charities. Finally, it mentions neither trusts nor charities in any context. 

The "Annuities Information", (S.W.L, Incorporated; 
www.lowcostlifeinsurance.com) sales literature states that annuities provide a convenient 
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way to pay insurance premiums with automatic withdrawals from annuity contracts. 
However, it does not disclose or suggest several important features of the present 
invention, even after following the available URL links presented in the website. The 
S.W.I, system does not disclose financial growth being internal to a life insurance policy, 
using a partnership, sub-business, or other tax-advantaged entity for sheltering income 
from taxes, and is entirely silent on the issue of trusts. The S.W.I, system does not disclose 
or contemplate paying life insurance premiums with an annuity contracts in any 
implementation which would be advantageous for charities. Finally, it mentions neither 
trusts nor charities in any context. 

U.S. Patent No. 6,275,807 Bl to Schirripa ('807) discloses a computer system 
for control and distribution of annuity payments. The system also provides for allocation 
of interest, investment, and mortality risk between insurer and insured. The '807 
disclosure refers to annuity holders as "insured", but other than that makes no reference to 
the annuity holder having a life insurance policy. The '807 reference is silent on taxes 
except to state that tax expenses will be incurred by the insurer (col. 3, lines 20-23). 

The c 807 patent does not disclose or suggest several important features of 
present invention. As with the other references, the '807 system does not suggest using 
borrowed money to purchase annuities and life insurance, nor paying the life insurance 
premiums using the income stream emanating from the annuity. Furthermore, the '807 
system does not disclose using a partnership, sub-business, or other tax-advantaged entity 
for sheltering income from taxes. It also does not suggest an investment increasing value 
tax-free inside a life insurance policy, nor does it suggest any tax advantages of combining 
annuities and life insurance. Finally, it mentions neither trusts nor charities in any context. 

U.S. Patent No. 6,064,969 to Haskins ( c 969) discloses a flexible annuity 
settlement proposal generating system. The annuities can include one of fixed period 
installments, life, joint and survivor, and "proceeds at interest" types. The "proceeds at 
interest" type may also be viewed as a flexible Certificate of Deposit (CD) investment 
proposal. The '969 reference refers to the seller of the annuity as an "insurer", but does 
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not otherwise appear to contemplate the use of life insurance separately from annuities. 
The '969 system provides for keeping money in reserve in order to pay anticipated taxes on 
the annuity payouts (col. 31, lines 51-55; col. 17, lines 22-24). 

The c 969 patent does not disclose or suggest several important features of the 
present invention. As with the other references, the c 969 system does not suggest using 
borrowed money to purchase annuities and life insurance, nor paying the life insurance 
premiums using the income stream emanating from the annuity. Furthermore, the '969 
system does not disclose using a partnership, sub-business, or other tax-advantaged entity 
for sheltering income from taxes. It also does not suggest an investment increasing value 
tax-free inside a life insurance policy. Although it mentions anticipated taxes on the 
annuity income stream, it does not suggest any tax advantages of combining annuities and 
life insurance. Finally, it mentions neither trusts nor charities in any context. 

U.S. Patent No. 6,064,986 to Edelman ('986), like Edelman ('174), discloses a 
computer system for administering an investment and/or retirement program. The system 
combines annuities with trusts (col. 16, lines 22-25) to accumulate financial growth inside 
of a life-insurance contract (col. 16, lines 43-45). The system discloses using a computer 
system for helping to administrate the trust, annuity, and life insurance combination (col. 
20, lines 2-6). One difference between the two Edelman references is that '986 discloses 
more detail about the exact nature of the trusts in appendices A-F, and includes Figs. 25- 
29 which disclose more detail about the types of computer systems through which the 
invention can be implemented. 

Despite these differences between Edelman ('986) and Edelman ( c 174), the 
same comparison can be made to the present invention. Neither Edelman reference 
discloses using borrowed money to purchase the annuity. In fact, both Edelman systems 
specifically disclose that the user's own assets should be redirected from existing fixed-rate 
CDs ( c 174, col. 14, lines 47-65; '986, col. 17, lines 51-67) to purchase the annuity. 
Furthermore, the '174 system does not disclose using a partnership, sub- business, or other 
tax-advantaged entity for sheltering income from taxes, although it does state two tax 
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disadvantages commonly associated with annuities, which are 1) taxed at ordinary rates, 
and 2) no "stepped-up basis" at death ( £ 174, col. 15, lines 48-57; '986, col. 18, lines 48- 
57). However, no further information is available as to how either Edelman system solves 
these problems. Finally, neither Edelman system discloses or contemplates any 
implementation which would be advantageous for charities. 

U.S. Patent No. 6,235,176 Bl to Schoen et al. ('176) discloses a system for 
computerizing contributions for profit sharing pension and disability plans. The system is 
configurable to allow changes to contributions to pension and profit sharing plans to be 
more easily made. The '176 system discloses maintaining an annuity contract inside of a 
trust (col. 9, lines 24 and 56), and coordinates the respective timings of all benefit 
payments (col. 9, lines 16-17). 

The '176 patent does not disclose or suggest several important features of the 
present invention. As with the other references, the '176 system does not suggest using 
borrowed money to purchase annuities and life insurance, nor paying the life insurance 
premiums using the income stream emanating from the annuity. The '176 reference 
repeatedly mentions annuities, but never in the context of using annuity income to pay for 
life insurance. The '176 reference also does not suggest any investment increasing in value 
tax-free while inside a life insurance policy or company. Furthermore, the '176 system does 
not disclose using a partnership, sub-business, or other tax-advantaged entity for sheltering 
income from taxes. The '176 reference mentions insurance, but these references appear 
only in connection with disability insurance. Thus, the '176 reference does not mention 
life insurance, and certainly does not suggest combining life insurance with annuities. The 
'176 reference also does not suggest tax advantages in any context. Finally, it mentions 
trusts only in connection with ERISA (employee pension and profit-sharing plans) or 
Voluntary Employees Beneficiary Association (VEBA), but never as a vehicle for sheltering 
an annuitant from tax liability. 

U.S. Patent No. 5,631,828 to Hagan ('828) discloses a system for processing 
annuity and life insurance investments. One embodiment of the system coordinates CDs, 
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mutual funds, and other financial products through a life insurance company (Fig. 7 A) or 
other banking institution (Fig. 7 A). The '828 patent does not disclose or suggest several 
important features of the present invention. As with the other references, the "828 system 
does not suggest using borrowed money to purchase annuities and life insurance, nor 
paying the life insurance premiums using the income stream emanating from the annuity. 
The only place the '828 reference mentions annuities is as an alternative to insurance. 
Furthermore, the '828 system does not disclose using a partnership, sub-business, or other 
tax-advantaged entity for sheltering income from taxes. It also does not suggest an 
investment increasing value tax-free inside a life insurance policy. Although it mentions an 
annuity income stream, it does not suggest any advantages of using that annuity income 
stream to pay for life insurance, nor the tax consequences thereof. Finally, it only mentions 
trust in a peripheral context unrelated to the present invention, and does not mention 
charities in any context. 

The book "Die Rich and Tax Free" (Forman Publishing, Inc., Santa Monica 
CA, ISBN 0-936614-15-3) by Barry Kay describes borrowing money to purchase 
annuities, the income stream of which is used to pay life insurance premiums. 

The Barry Kay reference (Kay) does not disclose or suggest several important 
features of the present invention. The Kay reference do not account for all of the possible 
tax consequences of such an arrangement, and the target audience for his book is a narrow 
spectrum of very wealthy persons. Generally, when borrowed money is used to purchase 
insurance products, the loan interest is not tax deductible. Life insurance premiums are not 
tax deductible and the annuity income above basis is fully income taxable at ordinary rates. 
These disadvantages are not addressed by the Kay reference. Finally, the Kay reference 
does not address the situation where a charity, as a beneficiary of a life insurance policy, is 
subject to tax under the unrelated business income tax rules. These rules apply to 
charitable organization that engage in business activities that are not direcdy related to 
their charitable activities 
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U.S. Patent No. 5,673,402 to Ryan et al. ('402 ) discloses a system for 
producing an illustration of an investment repaying a mortgage. The system has a financial 
product using an investment other than a down payment (such as cash value life insurance) 
as collateral and a repayment means for a mortgage (col. 6, lines 35-38). The system can 
be owned and operated by a suitably licensed intermediary, who would work in 
conjunction with lenders, securities firms, life insurance companies, and mortgage brokers 
to design and distribute investment and mortgage products (col. 6, lines 54-60). 

The '402 patent does not disclose or suggest several important features of the 
present invention. As with the other references, the '402 system does not suggest using 
borrowed money to purchase annuities and life insurance, nor paying the life insurance 
premiums using the income stream emanating from the annuity. Furthermore, the '402 
system does not disclose using a partnership, sub-business, or other tax -advantaged entity 
for sheltering income from taxes. It also does not suggest an investment increasing in value 
tax-free while inside a life insurance policy. Although it mentions annuities, it mentions 
them only in connection with mortgages, and does not suggest any tax advantages of 
combining annuities and life insurance. Finally, it does not mention trusts or charities in 
any context. 

U.S. Patent No. 6,049,772 to Payne et al. ('772) discloses a system for 
managing a plurality of life insurance policies and annuity contracts on behalf of an 
insurance carrier, producing an illustration of an investment repaying a mortgage. The 
value of the life insurance and annuities is determined as a percentage of a stock market 
index. The c 772 reference discloses an owner 10, an insurance company 20, annuity 
payments 21, and premiums 31, 41 (Fig. 1). 

The '772 patent does not disclose or suggest several important features of the 
present invention. As with the other references, the '772 system does not suggest using 
borrowed money to purchase annuities and life insurance, nor paying the life insurance 
premiums using the income stream emanating from the annuity. In fact, Fig. 1 explicitly 
shows the income stream 32 from the annuity flowing to the owner 10, and the life 

1368439 v1; TBW701J.DOC q 



• 



K2475.0001 

insurance premiums 31, 41 flowing from the owner 10. The '772 reference also does not 
suggest an investment increasing in value tax-free while inside a life insurance policy. 
Furthermore, the '772 system does not disclose using a partnership, sub-business, or other 
tax-advantaged entity for sheltering income from taxes. Although it mentions life 
insurance and annuities, it does not combine them or suggest any tax advantages gained by 
combining them. Finally, it does not mention trusts or charities in any context. 

U.S. Patent No. 5,911,135 to Atkins ("135) discloses a personal financial 
management program in an array of credit facilities within a client account. The '135 
reference assumes that the client is a mortgage owner, and offers an alternative to 
conventional mortgage systems (col. 4, lines 26-29). 

The '135 patent does not disclose or suggest several important features of the 
present invention. As with the other references, the '135 system does not suggest using 
borrowed money to purchase annuities and life insurance, nor paying the life insurance 
premiums using the income stream emanating from the annuity. In fact, the only place the 
'135 reference mentions annuities is as an alternative to insurance (col. 10, line 55). The 
'135 reference also does not suggest an investment increasing in value tax-free while inside 
a life insurance policy. Furthermore, the '135 system does not disclose using a partnership, 
sub-business, or other tax-advantaged entity for sheltering income from taxes. Although it 
mentions life insurance and annuities, it does not combine them or suggest any tax 
advantages gained by combining them but instead lists them as alternatives. Finally, it 
mentions trusts in a context unrelated to the present invention, and does not mention 
charities in any context. 

U.S. Patent No. 5,864,685 to Hagan ('685) discloses an income trust computer 
transaction system. In the '685 reference, an account structure is made up of either life 
insurance or annuity contracts, or a combination of both. Annuity contracts can be 
structured in one or more irrevocable trusts. The '685 system manages a group of contract 
offers in coordination with a bidding means (col. 10, lines 15-19), and sorts those offers in 
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order of attractiveness. Where funds are available, the '685 system may purchase assorted 
of the offers. 

The '685 patent does not disclose or suggest several important features of the 
present invention. As with the other references, the '685 system does not suggest using 
borrowed money to purchase annuities and life insurance, nor paying the life insurance 
premiums using the income stream emanating from the annuity. In fact, the only place the 
'685 reference mentions annuities is as an alternative to, or in combination with, insurance. 
The '685 reference also does not suggest an investment increasing in value tax-free while 
inside a life insurance policy. Furthermore, the '685 system does not disclose using a 
partnership, sub-business, or other tax-advantaged entity for sheltering income from taxes. 
Although it mentions life insurance and annuities, it does not combine them or suggest any 
tax advantages gained by combining them but instead lists them as alternatives. Finally, it 
does not mention charities in any context. 

In light of the above, it is requested that Applicant's Petition for accelerated 
examination be granted. 

Dated: January 14, 2002 Respectfully submitted, 

Chris Tanner 

Registration No. 41,518 

DICKSTEIN SHAPIRO MORIN & 
OSHINSKY LLP 

2101 L Street NW 

Washington, DC 20037-1526 

(202) 785-9700 

Attorneys for Applicant 
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